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CARD/FAPRI Analysis 
Farm Bill Options and Iowa Agriculture 
(Steven L. Elmore, 5151294-6175) 
(Greg Pautsclt, 5151294-6296) 
(Darnell B. Smith. 5151294-1184) 
The t 995 Fam1 Bill debate is heating up. The conclu-
sion of the policy discussions will impact the future of 
the agricultural community as well as those businesses 
that have a stake in the agricultural and rural economy. 
The last two Fann Bills (1985 and 1990) had five-year 
lime limits. Now that we are in the last l}alf of 1995, 
the agricultural lobbies are focusing on new omnibus 
legis lation to further their agenda for the future of 
conservation , consumer programs. credit, crop 
insurance. food aid, income support, research. rural 
development, and trade. This may be a harder task in 
1995 than in the past because of the budget cons traLms 
proposed by Congress. A heavi ly agricuh.ural s tate 
such as Iowa has a large s take in the outcome of the 
current debate. The Center for Agricultural and Rural 
Development (CARD) atlowa Sta te Univers ity exam-
ined three different policy alternatives to determine 
their effects on Iowa agriculture. These three discrete 
proposals offer very different courses for U.S. farm 
policr: 
l. 25 Percent f lex. This policy is the closest to the 
current program. It increases the Normal Fle.x Acres 
(NFA) from 15 to 25 percent. If the current feed-grain 
p rogram is to be maintained, NFA will have to be 
increased so that the costs of the current program fall 
within Ll1e new budget constraints. (FAPRI estimates a 
budget savi ngs of $6.4 bil lion over five years.) 
2. Revenue Assura nce. This alternative would do 
away wiLl1 target prices, marketing lo,,ns, 1-\ c reage 
Reduction Programs (A RPs), and 0/50-85-92. Ins tead, 
producers would be ensured of receiving 70 percent of 
revenue, based on a fi ve-year movi ng average of coun ty 
price times a producer's five-year average yield. ln 
addi tion , t ransitlon payments would stan at 80 percent 
of historic deficiency payments in 1996 and decline to 
0 percent by the year 2000. (FAPRI estimates a budget 
savings of $19.2 billion over five years.) 
3. No Program . This program eliminates Ll1e existing 
structure of target prices, deficiency pa}'ments, loan 
rates, export enhancement, and dairy price supports, 
as well as many specialty programs such as coLtonseed 
oil and sunOower. It also eliminates ARPs and the 0/ 
50-85-92 programs. (FAPRI estimates a budget savings 
of $37.6 billion over five years.) 
Iowa Ag Review 
In a ll scenarios, the Conservation Reserve Program 
(CRP) follows the Congressional Budget Office (CllO) 
projection. Whi le nationwide CRP is assumed to 
decline by slightly over 50 percent, it is not expected 
lO decline by that same percentage in lowa. Currendy, 
about 22 percent of the enrolled CRP land bas corn or 
soybean planted base; but under the CBO projections 
that proportion wilt rise to 30 percent across the 
United States. So, in corn and SO}'bean areas of the 
country, such as Iowa, CRP is not projected to decl ine 
by 50 percent: but the CRP in wheat areas of the nation 
would decline by over 50 percent. This would be a 
movemelll of the majority of the acres !"rom areas close 
lo the eastern s lopes of the Rocky Mountains to the 
corn belt region of t.he Uni ted States. 
Comparis on of Policy Opt ions on 
Aggregate Farm Characteris tics 
W hen compared to the FA PRJ baseline, the estimated 
effects on selected variables. as illus trated in the 
fo llowing table, show significant early varia tion across 
the alternatives but also show that farm income 
generally tends to converge toward the end of the 
period. 
Crop receipts from farm marketings and CCC expendi-
tures are the highest under the baseline (where me 
currem programs and budget are maintained) . The 
other three program options rank in different orders. 
depe11ding on the year. Total production expenses arc 
similar, but differences can be seen in the Net Farm 
Income category. 
Net farm income is highest under the current program 
and a program that increases the nex requirement up 
LO 25 percent. The Revenue Assurance option falls 
between the 25 percent Flex option and the No 
Program option from 2000 to 2004. The Revenue 
Assurance option includes transition pa)rments to 
lessen the sharp impact of commod ity programs 
elimination. 
Under the policy options, fanners would try to recoup 
the loss in total net returns by expanding plamed 
acres, increasing crop rotation, and producing crops on 
what was formerly CRP land. With the end of some of 
the program entitlements, even in the baseline, the 
reJalivc returns of com to soybeans become closer. 
This would cause more soybean acres to be planted. 
Total soybean acres would exceed 9.5 million acres in 
lowa for all options, except the baseline. The increase 
is seen in the final three years of the projection period. 
Corn acreage fol lows a horizomalt ime path from 1996 
to 200l. W ith SO)•beans picking up acres, com would 
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lose acres in the final three years. Total corn and 
soybean acres would increase from 2001 to 2004 as 
farmers try ro capture more market derived net farm 
income. The acres t.hatthey put into production come 
from the land leaving the CRP. 
Average Annual Effects ofFann Bill Options 
on Selected Variables in Iowa 
Com and Soybean Planted Area 
Crop Ywrs 96197-0010 1 2003104 
l3ascline Value 
25 percent Flex 
· Revenue Assurance 
• No Program 
Corn Planted Area 
Crop \'ears 
Baseline Value 
25 percent Flex 
Revenue Assurance 
No Program 
Soybean Planted Area 
CmJJ Years 
Baseline Value 
. 25 percent Flex 
- Revenue Assurance 
• No Program 
Crop Receipts 
Calcrular Years 
Baseline Value 
· 25 percent Flex 
Re1·enuc Assurance 
o Program 
Government Payments 
Calendar Years 
Baseline Value 
· 25 percent Flex 
· Revenue Assurance 
No Program 
Net farm Income 
Calendar Years 
Baseline Value 
25 percent Flex 
. Revenue Assurance* 
· No ProgTam 
(Thousand acres) 
21 .841 23,064 
Up 221 Up 335 
Up 600 • Up 429 
Up323 Up 176 
96197-0010 I 2003104 
(Thousand acres) 
13,085 13,533 
Down IS 7 Down 180 
Up 166 Up 3 
Down 57 Down l38 
96197-0010 I 2003104 
(TI10usarul acres) 
8.756 9,530 
Up 378 Up 514 
Up 434 Up 426 
Up 379 Up 313 
1996-2000 2003 
(Millio11) 
$4,908 $5,689 
Up 528 Up S75 
Up $ 13-+ Up S244 
UpS 155 Up 5231 
I 996-2000 200.3 
(Million) 
$869 $728 
Down $142 
Down $384 
Down $608 
1996-2000 
Down $116 
Down S554 
Down S554 
2003 
(Million) 
$1,349 $1,171 
Down $1-+2 Down 583 
Down $320 Down $136 
Down $526 Dowu $334 
•Net Farm lrrcomc· cmdcr· Revenue Assumncc Ctlllttlins Revenue 
AsS/fi'IIIIC~ /rrrreJk~ prrid /.0 tile fm'mfr /Jy 1/rr rrdcml Glrvennnent. 
Planted area is higher under Revenue Assurance and 
the risk component of agriculture is reduced, relative 
to the other options, so banking ins titutions would be 
willing to lend more money for operating eA-penses. 
1 o Program and 25 percent Flex are in the middle 
range of planted area for all the years. The difference 
occurs when flex is increased and farmers leave the 
program because the perceived bendits are less than 
the perceived costs. With the 25 percent Flex option 
comes a reduction in payments, and thus the program 
may not prove to be wonh the costs of compliance. 
The lowest plamed area shows up in the baseline, 
where net returns are the highest and A RPs are in 
effect. The corn and soybean plantings rise across aU 
scenarios in the final three years of the baseline 
projection period because of the expiration of the CRP. 
Budget impact on Programs 
In evaluating the previous resu lts, it is imponantto 
note that the baseline scenario is under fu ll CCC 
funding over the Lime period. The current budget 
resolution calls [or a nationwide reduction in CCC 
funding of $8.4 billion over five years and $13.4 billion 
over seven years. This would be the contribution of 
agriculture programs to achieve a balanced budget. 
Farmers would derive numerous indirect benefits from 
deficit elimination that are not included in the above 
analysis. Interest rates should be lower because the 
government \viii not demand money in the fonn of 
loans from commercial banks. The regulatory envi-
ronment may not be as stringent on agriculmre. U 
such benefits Crom a balanced budget are realized, farm 
production costs would decline and net farm income 
would be higher. 
Each of these policy options will have a different 
impact on the future of Iowa agriculture. The underly-
ing question of what irnpact the Farm BiJI policy wiJI 
have on the financial picture of the Iowa agriculntral 
· economy will not be determined for years. This 
analysis provides a look at some of the variations thal 
may occur if certain policy options are enacted int.o 
law. 
Weather Volatility and Farm Bill Options 
( William H. Meyers, 5151294-1 184) 
(Dame// B. Smith, 5151294- 1184) 
To provide additional insight to the agricultural policy 
debate, FAPRI has introduced weather volatility into 
its analysis or three alternative farm program designs. 
The t.hree scenarios were previously swdied and 
presented to Congressional staff under the assumption 
of "normal" weather. The extended analysis, discussed 
in this article, incorporated weather volatility that was 
experienced in the 1980s into the 1995 FAPRI baseline 
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